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AUDITING STANDARDS BOARD 
Approved Highlights 
October 29-31, 2002 Meeting 
New York, NY 
     
Meeting Attendance  
 
James Gerson, Chair  
Jeffery Bryan 
Linda Cheatham 
Craig Crawford 
John Fogarty 
Lynford Graham 
Auston Johnson  
Michael Manspeaker  
Susan Menelaides 
Al Paulus 
Marc Scoles 
Bruce Webb  
Ray Whittington   
Chip Williams  
 
Incoming ASB Members  
 
Kenneth Macias  
William Messier 
Steven Schenbeck 
Michael Umscheid 
 
Members Absent 
 
Jim Gerson (October 29-30, 2002) 
Kenneth Macias (October 31, 2002) 
Bruce Webb (October 29-30, 2002) 
Ray Whittington (October 31, 2002) 
 
 
AICPA Staff  
 
Chuck Landes, Director, Audit and Attest Standards 
Susan Jones, Senior Technical Manager, Audit and Attest Standards  
Julie Anne Dilley, Technical Manager, Audit and Attest Standards 
Gretchen Fischbach, Technical Manager, Audit and Attest Standards 
Kim Gibson, Technical Manager, Audit and Attest Standards 
Judith Sherinsky, Technical Manager, Audit and Attest Standards  
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Observers and Other Participants  
 
Sylvia Barrett, International Federation of Accountants Staff 
Joe Bentz, Grant Thornton LLP 
John Brolly, PricewaterhouseCoopers, LLP 
Ashley Carpentar, International Federation of Accountants Staff 
Robert Dohrer, McGladrey & Pullen, LLP 
George Fritz, Transition Oversight Staff 
Cheryl Hartfield, Practitioner’s Jones, Hofstra University 
Richard Lanza, AICPA  
Howard Meltzer, KPMG, LLP 
David Noonan, Ernst & Young, LLP 
Esmeralda Rodriguez, Securities and Exchange Commission 
Tania Sergott, Deloitte & Touche LLP 
Robert Steiner, Deloitte & Touche LLP 
 
II. CHAIR AND STAFF REPORTS  
 
Jim Gerson and Chuck Landes provided updates on the recent Audit Issues Task Force meeting 
and other matters.  Susan Jones provided an update on the activities of the International Auditing 
and Assurance Standards Board. 
 
 
III. AGENDA ITEMS PRESENTED AT MEETING 
Joint Risk Assessment 
John Fogarty, co-chair, Joint Risk Assessments Task Force (task force), presented the following 
proposed Statements on Auditing Standards (SASs) to the ASB with the objective of voting them 
for exposure: 
 Amendment to Statement on Auditing Standards No. 95, Generally Accepted Auditing 
Standards, which amends the 2nd and 3rd standards of fieldwork  
 Audit Evidence, which will supersede AU sec. 326, Evidential Matter 
 Audit Risk and Materiality in Conducting an Audit, which will supersede AU sec. 312, 
Audit Risk and Materiality in Conducting an Audit 
 Planning and Supervision, which will supersede AU Secs. 310, Appointment of the 
Independent Auditor and 311, Planning and Supervision 
 Understanding the Entity and Its Environment and Assessing the Risks of Material 
Misstatement (Assessing Risks) 
 Performing Audit Procedures in Response to Assessed Risks and Evaluating the Audit 
Evidence Obtained (Performing Procedures), which will supersede AU sec. 313, 
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Substantive Tests Prior to the Balance-Sheet Date, and, together with Assessing Risk will 
supersede AU sec. 319, Consideration of Internal Control in a Financial Statement Audit 
 Amendment to Statement on Auditing Standards No. 39, Audit Sampling 
Mr. Fogarty stated that at its September 23-27 meeting the International Auditing and Assurance 
Standards Board (IAASB) voted to expose for comment the proposed International Standards on 
Auditing (ISAs) that the joint risk assessment task force had developed. The proposed SASs 
Audit Evidence, Assessing Risk, and Performing Procedures are based on the proposed ISAs. 
ASB members proposed the following changes to the documents: 
 Revise the guidance on dual-purpose tests to clarify that it means that the auditor can 
perform a test of controls to obtain evidence about the operating effectiveness of controls 
and a substantive procedure to obtain evidence about the details of a transaction on the 
same transaction 
 Clarify and update the additional guidance incorporated into the proposed SAS 
Performing Procedures from AU sec. 313, Substantive Tests Prior to the Balance-Sheet 
Date 
 Replace the terminology “restrict” or “limit” to “reduce” with reference to “audit risk” to 
conform to terminology used in the ISAs 
 Expose only those paragraphs in Audit Sampling to which more substantive (rather than 
conforming) amendments have been made  
 Make the proposed SASs effective for audits of financial statements for periods 
beginning on or after December 15, 2004 
The ASB also agreed to ballot the documents for exposure. The ASB took the following vote: 
Should the Proposed Statements on Auditing Assent  Dissent Absent 
Standards Amendment to SAS No. 95; Audit 
Evidence; Audit Risk & Materiality in Conducting 
an Audit; Planning and Supervision; Understanding 
the Entity and Its Environment and Assessing the 
Risks of Material Misstatement; Performing Audit 
Procedures in Response to Assessed Risks and  
Evaluating the Audit Evidence Obtained; and 
Amendment to SAS No. 39    11  0  3 
 
SAS 71 
On July 26, 2002, the ASB issued an exposure draft of a proposed Statement on Auditing 
Standards that would supersede SAS No. 71, Interim Financial Information. The objective of the 
new SAS is to: 
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• Provide practitioners with additional guidance about performing review 
engagements. 
• Incorporate the requirement of the Securities Exchange Commission for timely 
filings of interim financial information.  
• Incorporate certain recommendations of the Public Oversight Board’s Panel on 
Audit Effectiveness in its August 31, 2000 document, Report and 
Recommendations.  
• Incorporate the recommendations of the AICPA’s Professional Issues Task Force 
in Practice Alert 2000-4, “Quarterly Review Procedures for Public Companies.” 
  
The SAS No. 71 Task Force revised the exposure draft to reflect certain points made in the 
comment letters submitted. Alan Paulus, Chair of the SAS No. 71 Task Force, led the ASB in a 
discussion of the revised draft. The ASB voted unanimously to issue the proposed SAS as a final 
document after the following revisions are made:  
 
• Add an inquiry of management about whether there have been any significant changes in 
internal control as it relates to the preparation of interim financial information since the 
preceding annual audit or prior review of interim financial information.  
 
• Conform the inquiries and management representations related to fraud to those in SAS 
No. 99, Consideration of Fraud in a Financial Statement Audit. 
 
• Add a paragraph regarding coordination of certain procedures performed for the audit 
with those performed for the interim review, for example, reading minutes of meetings of 
the board of directors. 
 
• Amend paragraph 48 to indicate that the accountant’s report should be modified if 
quarterly financial data required by item 302 (a) of Regulation S-K has not been 
reviewed, and provide an example of the paragraph to be added to the report in this 
situation. 
 
• Add the following three items to appendix B of the SAS which provides examples of 
situations about which the accountant would ordinarily inquire: 
  
 -     Application of new accounting principles 
 
- Material off-balance sheet transactions, special-purpose entities, and other equity 
investments. 
 
- Unique terms for debt or capital stock that could affect classification   
  
The final SAS will be available at the beginning of December 2002. 
 
 
